ETag: "87b24b0e7cf32b36f03a86d9b6f5d1c4"
authorization: LOW 3ozqvYVYZEAehk4f:REDACTED_BY_IA_S3
connection: TE, close
content-length: 1588592
expect: 100-continue
host: s3.us.archive.org
te: deflate,gzip;q=0.3
user-agent: ias3upload/0.7.1
x-amz-auto-make-bucket: 1
x-archive-ignore-preexisting-bucket: 1
x-archive-meta-abstract: This article develops new theory and methodology for the forecasting of extreme and/or record values in an exchangeable sequence of random variables.  The Hill tail index estimator for long-tailed distributions is modified so as to be appropriate for prediction of future variables.  Some basic issues regarding the use of finite, versus infinite idealized models, are discussed.  It is shown that the standard idealized long-tailed model with tail index alpha less-than-or-equal-to 2 can lead to unrealistic predictions if the observable data is assumed to be unbounded.  However, if the model is instead viewed as valid only for some appropriate finite domain, then it is compatible with, and leads to sharper versions of, sensible methods for prediction.  In particular, the prediction of the next record value is then at most a few multiples of the current record.  It is argued that there is no more reason to eschew posterior expectations for forecasting in the context of long-tailed distributions than to do so in any other context, such as in the many applications where expectations are routinely used for scientific inference and decision-making.  Computer simulations are used to demonstrate the effectiveness of the methodology, and its use in forecasting is illustrated.
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